Slide 1:  Actual markets are nearly always less than perfectly competitive and less than totally dominated by monopoly.  Consider the market for wheat, or the market for corporate equity (otherwise known as the ‘stock market’), two markets which seem like potentially strong candidates for the appellation perfectly competitive.  Upon closer scrutiny, this does not seem to be the case.  Perfect competition requires that an infinite number of firms be engaged in the production of identical output; but there are dozens of different varieties of wheat; similarly, each issue of corporate shares has many unique features although at the same time being highly substitutable with corporate shares issued by different companies (from the prospective of investors. It is extremely difficult to think of a real-world example of a purely monopolized market;  AT&T in the U.S. from ~1926 – 1980, and the medieval Roman Catholic Church are two examples that superficially at least appear plausible, but closer inspection reveals that both confronted significant competitive pressures in their respective heydays.  Thus, real markets tend to fall somewhere between the two extremes on the continuum.

Slide 2. We must recognize that the mere fact of ‘monopoly’ may or may not matter, economically-speaking.  Say that Prof Halcoussis lectures on the Populist Era for a fee.   If there are several other economists nearby who, although they are not presently selling lectures on this topic, might begin doing so if it became profitable enough, then Prof Halcoussis dare not charge students a higher price (which would allow him to earn a profit) because the other economists who represent his potential competition would undercut his prices and attract away his customers by offering them a better deal.  So, Prof Halcoussis is the sole producer of lectures on the Populist Era, but if he begins to exploit his monopoly he will quickly find himself out of business, as his (annoyed) former customers take their business to one of the new entrants.

This is what it means when we say that it is possible to have a monopoly (a single producer/seller at one point in time) yet for that fact to have no significant economic ramifications.  

Slide 3.  
The sordid mess of the whole Microsoft antitrust imbroglio stands as a testament to the need to keep economic policy free from politics.

Slide 
4.The case of DeBeers in the international diamond market is perhaps the best example of an economic monopoly that is not simply based on government edict.

Slide 5. You don’t necessarily have to have ‘barriers to entry’ before you can have an economically significant monopoly – I.e., one that creates monopoly profit for the owner.  See the example of DeBeers in the previous slide, #4.  But it sure helps.  In most cases in which there is a monopoly at work that sets price above marginal cost and reduces output – in other words, when we have only one firm ‘competing’ in the market at one time, and that single firm behaves differently than would the same industry under competitive conditions, this is because the government has granted that monopolist some kind of exclusive privilege.  In most cases, when government does not actually make competition illegal per se in a specific market, that market will tend to be competitive.

Slide 6.  Ownership of a key resource is a possible source of economically significant monopoly, although it would appear to be fairly uncommon in practice. Because most goods have many good substitutes available, in practice it is really hard to pull off (but not impossible; again, see the example of DeBeers)
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Slide 7: “Natural monopoly” is theoretically possible.  The trouble is, it is very hard to come up with real-world examples.  [The automobile industry, although clearly subject to the vicissitudes of economies of scale, has never been controlled by a monopolist;  the generation of electrical power, while frequently controlled by a single producer in the local area, is usually produced by a firm granted an exclusive privilege by the government (I am unaware of even a single exception to this rule). Clearly,  “natural monopoly” may be a theoretic possibility, but seems to be rare in actual practice.
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